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1980 ...4a 


RESIDENTS 
REPORT 


I feel our results for 1980, both 
financially and operationally, are 
very gratifying. 

We had sales of $58 million — an 
increase of 5% over last year and a 
new high for your company. Profits, 
after taxes and extraordinary 
items, came to $1,323,000 or 69% a 
share which, compared to the 
previous year’s $524,000 or 27‘ a 
share, is an increase of more than 
100%. 


Operationally, we have completed 
our decentralization process and 
each major food division within the 
company now has its own 
president. We feel this restructuring 
of responsibilities will allow each 
division to better pursue its plans 
for expansion and growth while, at 
the same time, contributing to the 
company’s overall, long-term 
objectives. Each president deals 
with the activities of his division in 
greater detail elsewhere in this 
report. 


In general, then, 1980 has been a 
successful year for your company. 
Besides changes in the 
management structure, it has 
yielded higher revenues and meant 
a substantial increase in operating 
profits. And to all our people, both 
in the field and at head office, | 
want to express a sincere vote of 
thanks for the invaluable 
contribution you have made. 


for your company 


The year ahead, | feel, represents a 
major challenge and opportunity 
for your company. The marketplace 
is changing. Our customer profile is 
changing. Competition for the food 
dollar is growing ever keener. But | 
am confident that, with the quality 
and diversity of product we have, 
the talented and resourceful 
people we have, we will respond 
energetically and successfully to 
whatever the future holds. 


On behalf of the Board. 
April 30, 1981 


greatest potential .. . 


EIGHBOURHOOD 
DIVISION 


Sales for 1980 in the 
Neighbourhood Restaurant 
Division, when viewed for the total 
division, could best be described 
as flat. However, sales in stores we 
identified as having the greatest 
potential, met or exceeded our 
expectations. In fact, the remaining 
marginal stores were, more often 
than not, the factor that pulled 
overall divisional sales figures 
down. 


The continued divestment of these 
marginal locations will allow us to 
greatly reduce field management 
expenses while better employing 
our resources. It will, in turn, lead 
to improved sales and profit 
figures for the division as a whole. 


Systematic refinement of the 
positioning of our stores in the 
marketplace continued during 
1980. The ongoing thrust of our 
efforts is the move away from the 
old coffee shop format and decor 
and the development of a concept 
that would be more competitive in 
today’s market. The result is Vittles 
— Good Food, Good Value and 
Good Times — in a casual 
environment. Vittles specializes in 
Barbeque Chicken, Ribs and Steak, 
priced to fall between the budget 
family restaurants and dinner 
houses. 

The Vittles atmosphere is warm, 
friendly, family-oriented but not 
heavily themed. Central to its 
appeal is the Display Cooking area 
where customers can see their 


meals being prepared. 


The first Vittles opened late in 
1980 in Toronto, Ontario and initial 
results have met or surpassed our 
targeted sales and customer 
counts. Of the many critical 
objectives assigned to this first 
location was the one of generating 
a major portion of its business 
during the evening dinner period. 
Results showed this time period 
accounted for over 70% of total 
sales and those sales figures have 
increased each month since the 
first full month of operation, 
despite the fact that sales are 
typically down during that 
seasonally cold time of year in 
Eastern Canada. 


Because of the success of this unit, 
your Neighbourhood Restaurant 


Wg 5 


BARBEQUE CHICKEN 
RIBS & STEAK 


Division plans to remodel and 
convert some of the existing 
Fuller's operations in Alberta to 
Vittles Restaurants. 

The move is totally in keeping with 
our stated objective of maximizing 
those areas of greatest potential 
for sales and profits. It is also a 
direction that is being viewed with 
great enthusiasm and expectation 
by all of us who will be working 
hard during the coming year to 
improve our position in | the 
marketplace. 


President, 
Neighbourhood Restaurant Division 


» We want to maximize 
~ those areas of — 
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It was a year 


of continuous 


development .. . 
INNERHOUSE 


DIVISION 


Your Dinnerhouse Division — 
essentially Corkscrew — served 
over two million meals in 1980 and 
enjoyed an increase in sales of 
$2.7 million or 13%. Profit before 
occupancy costs increased $1.265 
million or 27%. 

Meal counts tended to reflect 
regional economic conditions. In 
B.C. and Alberta, where significant 
population increases took place 
and healthier economic conditions 
prevailed, they were up. In 
Ontario, on the other hand, they 
remained constant. 


Major design and concept 
repositioning took place in 
Corkscrews during 1980. We 
progressed from the surroundings 
of war and weaponry to a more 
aesthetically pleasing decor of the 
Renaissance and artifacts 
associated with Gallileo, Da Vinci 
and British architect Inigo Jones. 


Menu changes reflected the 
Renaissance theme. We introduced 
traditional “hotchpot’’ (meat pie) 
and Bryde Pie (quiche) for lunch. A 
new dinner service for early week 
called ‘Medieval Feasts’’— offered 
on a scroll-type menu — was 
introduced in Alberta. It proved to 
be so successful that four 
seasonally adjusted Medieval 
Feasts called ‘‘The Feasts of the 
Seasons” will be introduced in all 
restaurants across Canada in 1981. 
General product and service 
development was continuous 
throughout the year. We 


standardized and implemented 
new menus and menu items for 
lunch, brunch, dinner, desserts and 
spirits. All restaurants doubled 
their items available to the 
customer. We also introduced 
finger food snacks into many of 
our lounges. 

A staff training program — using 
video tape — was begun with very 
encouraging results and will be 


continued and refined in the future. 
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CORKSCREW 


We opened the fourteenth 
Corkscrew in Coquitlam, B.C. We 
renovated the lounge and dining 
rooms in Calgary Trail (Edmonton) 
and Richmond (B.C.) and the 
lounge in the Toronto Dominion 
Centre in Calgary. All are 
responding positively to the new 
decor and menus and report 
increased customer counts and 
profits. 


Plans for 1981 include the opening 
of Corkscrews in Calgary and in 
Brampton, Ontario. Other sites 
under consideration are Seattle, 
Toronto and Edmonton. Existing 
Corkscrews in Mississauga, Calgary, 
Edmonton, Kitchener and Chelsea 
will undergo major renovation in 
1981 while the Stoney Creek, 
Ontario unit has been designated 
the first site for a new lounge 
concept to be known as Indigo’s. 

I want to thank the employees and 
supervisors of our Dinnerhouse 
Division for their support during a 
year of continuous development. 

I am proud to report that many of 
our new products and services are 
the result of their suggestions. And 
I know that, with their continued 
encouragement and loyalty, we can 
achieve our goal of becoming the 
“Best Restaurant Company in 
Canada.” 


May 


President, Dinnerhouse Division 


=a 


a 
a 
i 
ES 
a 


AGW con 
lo grow 


AST FOOD 


DIVISION 


tinues 


I am pleased to report another 
successful year for the Fast Food 
Division. Sales of $17.2 million 
were achieved during the year in 
our 50 units, an increase of 4.7% 
over the previous year. Divisional 
profit margins declined somewhat 
by .9% during the same period. 
This decrease was due largely to 
rising food and packaging costs 
during a time when we minimized 
menu price increases — a Strategy 
aimed at maintaining long-term 
profitability. 

The success of the past year can, 
in large part, be attributed to a 
continuation of our “Event 
Marketing Strategy’ established in 
1978, featuring several unit 
promotions throughout the year. 
We continued our efforts to 
achieve excellence in operating 


standards through improved 
quality assurance systems and 
employee training programs. 


Your Company continues to 
participate in the A&W restage 
program initiated by the franchisor 
in 1979. The introduction of new 
menu items, improved packaging, 
and new graphics have contributed 
to significantly greater operating 
results in test units. A full scale 
market test will be introduced in 
Victoria, B.C. later this year, prior 
to a planned national rollout in late 
1982. 


The A&W Shopping Centre 
program continued to gain 
momentum in 1980 with the 
establishment of one unit in St. 
Albert, Alberta, and another in St. 
Catharines, Ontario. Negotiations 
started in 1980 will ensure the 
opening of a minimum of three 
additional units during 1981. These 
units have become an excellent 
growth opportunity for this 
Division. 

Our objective to further expand 
the business base of the Fast Food 
Division continues to be a priority 
issue, and in that regard we 
continue to investigate various 
opportunities within the industry. 
While we wish to diversify 
somewhat, we recognize the need 
to proceed cautiously and to be 
aware of the evolving changes in 
the marketplace. We anticipate 
development of prototype units 


during the latter part of 1981. 


The results achieved during 1980, 
and those expected in the years 
ahead, are not possible without the 
continual hard work, dedication 
and enthusiasm of our personnel. 
During the past year several of our 
employees celebrated 
anniversaries in excess of ten 
years; and a few, in excess of 
twenty years. It is people such as 
these that we depend upon, and 
we are sincerely appreciative of 
the contribution and commitment 
of all our employees during the 
past year. 


President, Fast Food Division 


RESTAURANT LOCATIONS 


@ A&W’s 
@ FULLER’S 
A CORKSCREW 


@ OTHER 


NORTH WEST TERRITORIES 


A&W Cornwall — 2 CORKSCREW FULLER'S MISSISSAUGA’S SQUARE 


RESTAURANTS Kingston — | RESTAURANTS RESTAURANTS ONE SHOPPING CENTRE 
Alberta: London — 4 Alberta: Alberta: (Serviced by 10 fast food bars) 
Edmonton — 13 Niagara Falls — 1 Edmonton — 3 Calgary — 4 in addition to Fuller's, 

Oakville — 1 Calgary — 2 Edmonton — 5 Corkscrew, and Laredo 
British Columbia: St. Catharines — 2 Junction. 
Abbotsford — | Stratford — | Ontario: Ontario: 
Chilliwack — | Trenton — | Hamilton — | Hamilton — 2 OTHER RESTAURANTS 
Courtenay — | Welland — | Kitchener — | Ottawa — 3 Laredo Junction: 
Duncan — | Woodstock — | London — 1 Peterborough — | Mississauga — | 
Haney — 1 Oakville — 1 Toronto — 4 Toronto — | 
Nanaimo — | Quebec: Ottawa — | 
Victoria — 3 Sherbrooke — 2 Toronto — 2 Quebec: Jerry's Malt Shop: 

Hull — | Kitchener — | 
Ontario: British Columbia: 
Brockville — 1 Coquitlam — | Saskatchewan: 
Richmond — | Regina — 1 


Saskatoon — | 


FINANCIAL HIGHLIGHTS 


ROYER. «Ge pa 8 Poe Ce een 
Income before extraordinary items . . 
Net income for period ............ 
BumasiromoOperations........42.. 
HOTAIASSCUS hee. e ms ee he ae 
Shareholders’ equity ............. 
Per share: 
Income before extraordinary items 
Netincome foryear ............ 
Funds from operations .......... 
Shareholders’ equity............ 
Number of restaurants at year-end: 
PMENWS. 6 5 Sie oleh IRE eee ne 


Cunt curs Bek ee 


(000's eliminated) 


1980 1979 
$59,454 $56,685 
1,161 796 
323 524 
2,080 1,460 
BD Sv 23,936 
D3 8,412 

$  .60 So 41 
69 al 

1.08 76 
5.05 4.36 

38 39 

22 23 

14 13 

14 14 

88 89 


Division 29.4% 


SALES BY DIVISION — 1980 


Fast Food 


Neighbourhood 
Division 28.9% 


Dinnerhouse 


Other 1.6% 


SALES BY DIVISION — 1980 


Fast Food Division .......... $17,204,000 
Dinnerhouse Division........ 23,427,000 
Neighbourhood Restaurants 16,879,000 
Otherreee rr eee 940,000 

$58,450,000 


Division 40.1% 


CORPORATE [NFORMATION 


DIRECTORS: 
James A. Cox 
Kenneth A. Fowler 
LeRoy E. Fuller 
Robert R. Roe 
Grey B. Sisson 


OFFICERS: 


Chairman of the Board, President 
and Chief Executive Officer, 
LeRoy E. Fuller 


Chief Financial Officer 
Robert R. Roe 


President — Neighbourhood 
Restaurant Division, 
James E. Carter 


President — Fast Food Division, 
Stephen A. Macintyre 


President — Dinnerhouse Division, 
Michael J. Fuller 


HEAD OFFICE: 


Suite 226 - 4664 Lougheed Highway, 
Bumaby, B.C., Canada V5C 4A4 


SOLICITORS: 
Davis & Company 


TRANSFER AGENT: 
Canada Permanent Trust Company 


AUDITORS: 
Clarkson Gordon 


BANKERS: 
The Mercantile Bank of Canada 


STOCK LISTING: 


The Toronto Stock Exchange 
Symbol: CFS 


JANUARY 4, 1981 


(with comparative figures at December 31, 1979) 


CURRENT: 


Notes and accounts receivable (note 10) ....... 
Income taxes recoverable....:............05. 
INVENTORY A cosas ty eae ne eee eee 
Prepaid expenses and deposits .............. 


NOVI KCWIAKAMEERSAG, caccoseducvegccanace 


NOTES AND ACCOUNTS RECEIVABLE (note 10) 


INVESTMENTS IN JOINT VENTURES (note 2) ..... 
FIXED (notes: 3 and '4)c ee ee eee 
BRANCHISES:ANID) ©iT EE Rae renee ieee ne eee 


On behalf of the Board: 


XSL YZ Director 
Fb Director 


CONTROLLED FOODS INTERNATIONAL LTD. 


CONSOLIDATED RALANCE SHEET 


Cash-and term deposits). oa. naw aria 


ey Sere Ser: S. 679,118 S$ 69,823 
sis Vales ee IRON a ee 676,163 451,522 
Re tT aN 8S = 272,169 
Ne Srhicts sia tew cen! lia eaten 1,402,569 1,892,258 
dicots thee ULE nah NS trea ige Reg A352,315 47,001 
Le haa Bl GARG ae oe 3,190,165 2,13 2eh te 
Rr ee Pe A No port 2c 12370 141,139 
Peli We Ry Nek nak aces are ee 152,708 174,684 
Shai Sign RCI toe ioe Be Go tee 22,019 531. 20,682,484 
See are NE ated aes eee 249,359 204,693 

$25,737,195 $23,935,773 


lO 


ASSETS 


January 4, December 31, 
1981 1979 


CONTROLLED FOODS INTERNATIONAL LTD. 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


January 4, 
1981 
CURRENT: 
mecounts payable and accrued charges . 2... 0.6. cc bee ee ee ee eens eaee S$ 4,096,228 
MIMELONCOMICE LAXCS: DAVADIC® 2 aun sob ore Led eed os os ee eo em ese es 193,713 
Serene orion of lons term debt (note 4). 2... eee ee ee ae eee ss 2,311,403 
1 OPEN OUI EEN SUG Sto sR ae Sparen i Myer eee See ae ne ne 6,601,344 
Rm onern a ARON INI) EE) in (LD OECTA) tees eh 5 ay Seas eb eg etme SING co tee wo ees Eo oe ve seas 6,931,953 
SEC AMONSUNDER CAPITA LEASES (NOtGD)persae oe bossa ge ean ee 1,796,986 
cise EN COMESA NES =), re San me: Cinaoe italien cites Dow! «bi 671,931 
SHAREHOLDERS’ EQUITY: 
Share capital — 
Authorized: 
4,000,000 shares without par value 
Issued: 
RUGS MOO SN ORCC ae gee Aes rarinan arr cals heey a ei acne eis Rene al 8 ibs Als 3,764,630 
Retained Carmines (Statement 2) sw gs... aes Wetting Meare oem eieaneneree Sh ea 7,898,472 
11,663,102 
Less 835,600 shares acquired and held by the company at cost ............ 1,928,121 
9,734,981 
$25,737,195 


Statement | 


December 31, 
1979 


$ 3,907,561 
1,209,345 
5,116,906 
7,746,580 
1,815,993 

843,931 


3,764,630 
6,575,854 
10,340,484 
1,928,121 
8,412,363 
$23,935,773 


(See accompanying notes) 


CONTROLLED FOODS INTERNATIONAL LTD. 


CONSOLIDATED STATEMENT OF 
[INCOME AND RETAINED FARNINGS 


PERIOD ENDED JANUARY 4, 1981 Statement 2 


(with comparative figures for the year ended December 31, 1979) 


January 4, December 31, 
2 )7o ee A 
REVENUES: 
Sales. ere eins & tosh ales a Re ROS eee IG So cate tS cn eS $58,449,636 $55,689,402 
Other (note 6). 24 ck slg Sele eee eae eee ee ae ee ore a 1,003,994 995,975 
59,453,630 56,685,377 
EXPENSES: 
Cost Of Sales. ih. x Fhe. tpn ec hfe toatl avr cage et a ee 21,929,841 20,979,857 
Depreciation'and amortization®... <5. ae ke ee ee ee 1,670,767 1,406,949 
Selling, operating, general and administrative expenses .................-.. 32979186 31,975,391 
Interest — 
Long term debt: 48.0.6 Siac Ais 4c aoe ee ear eee 192857 1,252,847 
Othe tna s.dd.voveva nil Sues tax ae Wietaty Seal Sr eee 20,355 97,227 
57,793,006 O71 
Income before income taxes and extraordinary items ...................00. 1,660,624 972,906 
Income taxes (note 7): 
Os ¢—) 1 ae OE rrr le oe cots BA lcro.G nun 6B -olayiec ait qcenene den 2 672,000 367,235 
Deferred (recovery) ii. 5.6c.5 cisco ee ot ee ete earn ec (172,000) (190,400) 
500,000 176,835 
Income before extraordinary items, . aoe eae ee 1,160,624 796,071 
Extraordinaryitems (note:S) ects eso eas cee eRe ee ma retire eee ee 161,994 (2/275) 
NETINCOME-FOR: PERIOD sas arene ee eee a cee 1,322,618 II5},. DING 
Retained earnings, besinning:of period sianma ae eterna ene 6,575,854 6,052,298 
RETAINE DIE ARNINGS EE NIDI© hae ERI © [> ean ne neeeaaeet een S 7,898,472 S 6,575,854 
Net income per share (note 9): 
Before extraordinaryitems zens... mer cnntans5 ak oe Gans Phe iniceee enka .60 41 
Ae RE XtraOrcinaryvoiltennss: m2ia poses sera Mite t-as tens eet, at Oscar can nl oa ee, .69 27 


(See accompanying notes) 
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CONTROLLED FOODS INTERNATIONAL LTD. 


CONSOLIDATED STATEMENT 


OF 


CHANGES IN FINANCIAL POSITION 


PERIOD ENDED JANUARY 4, 1981 


(with comparative figures for the year ended December 31, 1979) 


SOURCE OF FUNDS: 
Operations — 
Income for period before extraordinary items ............ 0.000 e cee eee 
Items not representing an outlay (receipt) of funds: 
MepreciatOn- and AMOMIZAUION ose coas oa hod ee bea Mew ge eee & 
Dee iy CONN COMMCNANCS pears taco hart spine ink ae eat 4 has Has 
Gains on disposal of fixed assets 


Gain on disposal of interest in joint ventures 


Share of losses in joint ventures 


Total funds from operations 


Spneations incurred under capital leases «6. 66 fee se ge ee eee ee 
Income taxes relating to sale of hotel division ............ 0.0. e eee eee 
PMCRENI OTIS NE CSS SUCC ements Cet a nntud Mumm kuaae sURrhet A oe Cun ys mental ate 
Decrease in long term receivables 


Proceeds on disposal of interest in joint venture 


Proceeds on disposal of fixed assets 


MOM ceeri Ce DRIIVANCINO ot cise te icles con scale tn one Beane nee NEVE, Se owty Sire 
APPLICATION OF FUNDS: 
Ee CHASSELS ACCU ee, inane ences helt hcl ara Ysa dish wok hea PR ed Peat cs 
PERE ASCHM OLED ASSCES aM in tons Ns a a a ay bce es Gee a ee es 
Investments in joint ventures 


Repayment of obligations under capital leases .......... 0.0.0. 


RegiCHOMIMIOMO LEM MOe Olle n crc truths, sted eeasi © dor ake <wscn eter Lamen AT eink te 


APA ASCs ACCOM RD metas aus, Savers oe, sess SPR ead teagan Rev She otc seule 


Miereasen worming Capital GenICIeNCY... «.. :.< cauww vats op eebieee eee ye ee ge 


Working capital deficiency, beginning of period 


Working capital deficiency, end of period 


(See accompanying notes) 


January 4, 
1981 


$ 1,160,624 


1,670,767 
(172,000) 
(597,802) 
(180,907) 


199,206 


2,079,888 


54,000 
15,763 
210,477 
972,299 
2 OMIT. 
6,894,024 


4,250,706 
68,333 
206,800 
19,007 
SO a4 
7,921,070 
1,027,046 
2,384,133 
$ 3.411.179 


Statement 3 


December 31, 
1979 


S 796,071 


1,406,949 
(190,400) 
(723,012) 

171,480 
1,460,328 
63 A453 

(53,000) 

99,996 

1257150 
6,523,624 
2,201 10 

£27255 ,301 


6,876,037 
5,865 
49,165 
15,460 
4,591,913 
1,831,453 
1375309,593 
1,114,592 
1,269,541 
$2,384,133 
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CONTROLLED FOODS INTERNATIONAL LTD. 


NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS 


JANUARY 4, 1981 


1. Accounting policies — 


(c) Depreciation and amortization: 


The following is a summary of significant accounting policies used in Depreciation is computed on the straight-line basis over the esti- 
the preparation of these financial statements. mated useful life of the assets at rates varying from 5% to 20%. 
Leasehold improvements are amortized over the life of the applicable 
(a) Principles of consolidation: lease. 
The consolidated financial statements include the accounts of the Amortization of other assets: 


company and all subsidiary companies as follows: : : : : : 
Peny * e 3 Franchises are amortized on a straight-line basis over the terms of 


Wholly-owned subsidiaries — <a the contractual agreements ranging from ten to twenty years. 
Controlled Foods Corporation Limited 
The Corkscrew Restaurant Ltd. (d) Income taxes: 


Starview Holdings Ltd. 
Courtenay A&W Drive-In Ltd. 
Corkscrew Restaurants, Inc. 


667%4% owned — 


In accounting for income taxes the companies follow the tax alloca 
tion method. The major timing difference relates to the depreciation 
of fixed assets. 


Laredo Junction Restaurants Limited (e) Change in year end: 
Investments in joint ventures are accounted for on the equity basis. Commencing January 1981 the company’s fiscal year will consist of 
13 four week periods ending on the first Sunday following the end of 
(b) Inventory: the calendar year. To allow for this change, the 1980 financial 
Inventories of food and packaging are valued at the lower of cost statements reflect the results of operations from January 1, 1980 to 
and net realizable value. January 4, 1981 (370 days). 
2. Investments in joint ventures — Balance Balance 
Accumulated January December 
Investment net losses 4, 1981 31, 1979 
Battletield/Holdings — 25 %0- sre tcenrer $ 29,570 
ParkWayi Associates —'3 316960, ans arora arent urneere $461,070 $348,611 $112,459 104,865 
IP SsHoldingS—25 Ovossr eee erie ee eee oe 45,765 5,516 40,249 40,249 
$506,835 $354,127 $152,708 $174,684 
During the period, the company disposed of its interest in Battlefield the company’s share of the losses for the period from the Parkway 
Holdings, a joint venture which owns property on which the company Associates joint venture amounting to $199,206, have been included in 
Operates a restaurant. The related gain on sale of $180,907, as well as other revenue (note 6). 
3. Fixed assets — Accumulated 
Fixed assets are carried at cost and comprise: depreciation January December 
and 4, 1981 31, 1979 
__Cost__ amortization ___Net value_ _ Net value _ 
Buildings: wuhacnseinys acter no San ere ee S 7,438,079 $ 1,769,002 S 5,669,077 S$ 5,070,086 
Equipment, signs, fences and paving............... 8,908,037 4,455,449 4,456,753 3,991,528 
Leasehold improvements ................20.0005 9,321,501 2,264,931 7,052,405 6,931,792 
25,667,617 8,489,382 17,178,235 15,993,406 
Lan ee Noes h ee ig Poe See eae Dee ee oe 4,841,352 - 4,841,352 4,689,078 


$30,508,969 $ 8,489,382 $22,019,587 $20,682,484 


4. Long term debt — Mortgages and agreements — with January December 
Long term debt consists of: interest rates from 8%% to prime plus 4, 1981 31, 1979 
January December 242% and maturing at various dates 
4, 1981 31, 1979 to March 2006, with land and 
buildings pledged as collateral... ... $2,682,068 $2,704,392 


Bank loan — with interest at 14% over 


the bank’s prime rate, repayable in Land purchase commitment — 
quarterly instalments of $113,646 dueiMarchili993 ies rre acres axe tteneen 250,000 250,000 
beginning September 30, 1981 with Notes payable — due at various dates 
the balance due March 31, 1987 ....... $2,727,506 $2,267,750 to December 1985, with certain 
Bank loan — with interest at 14% over equipment pledged as collateral ....... 1,031,647 139,817 
the bank’s prime rate, repayable in 9,243,356 8,955,925 
pou H scolaeg - aes Less amounts due within one year ....... 2,311,403 1,209,345 
amounts wi e balance due 
January 31, 1983... 2,04 «sae. 962,664 ‘1,494,660 96,93 1.993 "| 91,440980 
Bank loan — with interest at’ 14% over Principal amounts repayable over the next five fiscal periods are as 
the bank's prime rate, repayable in follows: 
monthly instalments of varying 1982 — $2,311,403 1985 — $612,000 
amounts with the balance due 1983 — 2,938,000 1986 — 489,000 


JUNG TLO SS FN ic: eyctesctass suvansete ete ate 1,589,471 2,099,306 1984 — 1,056,000 


The company has assigned as collateral for its bank indebtedness a 
registered demand debenture in the amount of $15,000,000 providing 
fixed and floating charges against the assets of the company and its 
subsidiaries. 


~ Leases — 


Leases capitalized and included in fixed assets by the company under 
capital leases are as follows: 


January December 

4, 1981 31, 1979 
BUI O SIMMER ot fc each oe 1A etaaric ste th esnee $1,831,453 $1,831,453 
Less accumulated amortization ......... 107,598 ‘27,198 


$1,723,855 $1,804,255 


Future minimum lease payments under the above capital leases 
together with the related present value are as follows: 


January December 
4, 1981 31, 1979 
Total minimum lease payments.......... $5,498,084 $5,752,670 
Less amounts representing interest ...... 3,685,323 3,925,911 
Present value of minimum lease 
BSAC MUS cance woah o tse hohish Glitters ¢.)s Yelle ase 1,812,761 1,826,759 


Less amounts due in one year included 
in accounts payable and accrued 
NAGE Fy Res NO EN a ce ae Wey 10,766 


$1,796,986 $1,815,993 


Minimum annual lease payments amount to $255,000 for each of the 
succeeding five fiscal periods. 


The company also leases property and equipment under leases which 
are classified as operating leases with varying terms up to a maximum of 
twenty-five years with rentals varying in some instances with gross 
revenues, taxes, insurance and other occupancy charges. Minimum 
rentals for the succeeding five fiscal periods are as follows: 

1982 — $2,932,000 1984 — $2,559,000 1986 — $2,432,000 
1983 — 2,801,000 1985 — 2,431,000 

Included in the above commitments are leases which, had they been 
entered into subsequent to January 1, 1979, would be required to be 
recorded as capital leases under current accounting principles. The effect 
on the company’s financial statements had the leases been capitalized 
retroactively is as follows: 


January December 
4, 1981 31, 1979 
Increase in capital leases — net of 
accumulated amortization ............ $3,987,000 $4,648,000 
Increase in current liabilities ............ $ 651,000 $ 516,000 
Increase in long term obligations ........ 4,550,000 5,203,000 
Decrease in shareholders’ equity ........ (1,214,000) (1,071,000) 


$3,987,000 $4,648,000 


Had the leases been retroactively treated as capital leases, the income 
for the period ended January 4, 1981 would have been decreased by 
$143,000. 

. Other revenue — 

Included in other revenue are gains on the sale of fixed assets 
amounting to $597,802 ( 1979 — $723,772). Also included is the gain on 
disposition of the interest in a joint venture and losses referred to in 


note 2. 
. Income taxes — 


The income tax provision of $500,000 differs from the result which 
would be obtained by applying the combined Canadian Federal and 
Provincial income tax rate of 50% to the income before income taxes 
and extraordinary items. The difference results from the following items. 

% of earnings 
before 
extraordinary 
Amount items 


Computed “expected” tax expense on 
income before income taxes and 
extraordinary items of $1,660,624...... $830,000 50% 


Non-taxable portion of gain on sale 
of fixed assets and joint venture 


PRCT SState ter ee ten exerts lege hee her dct. Aimer (279,000) (16.8) 
Inventory allowance ...............+5- (28,000) (1.7) 
Manufacturing and processing 

eductions 22... arr eect eee at ee (54,000) (3.3) 
Uda Sein 2a Reet Monge aceon ey ete AB 31,000 1.9 
Incometax | PIOVISION Gs soci os wre serie ss $500,000 _ 30.1 


One of the company’s subsidiaries has differences in timing of 
expenses for income tax and financial reporting purposes relating 
primarily to the depreciation of fixed assets. The estimated tax benefit of 
$134,000 resulting from these timing differences has not been recorded 
in the accounts as realization is not reasonably assured. 


8. Extraordinary items — 
The extraordinary items comprise: 


January December 

4, 1981 31, 1979 

Gain (loss) on sale of hotel division....... $107,994 $(219,515) 
ICOM CAKES Fc ctetntrd ieee aor keke 8 (27,000) (53,000) 
80,994 (272,515) 


Recognition of deferred taxes not 
previously recorded................- 81,000 _ 


$161,994 $(272,5 15) 


9. Per share calculation — 


Earnings per share have been calculated using the monthly weighted 
average number of shares outstanding during the period. 


10. Related party transactions — 


(a) During the period, a company controlled by a director provided the 
company with consulting services for a fee of $30,000. 

(b) The company holds a one-third interest in a joint venture, Parkway 
Associates (note 2), in which a company controlled by a director is 
also a participant. One of the company’s restaurants leases facilities 
from the joint venture. 

~ (c) Included in current and long term notes and accounts receivable are 
amounts due from shareholders, officers and directors as follows: 


January December 
4, 1981 31, 1979 

Advanced for the purchase of shares 
IMMtheCOMpPanyareaesc ee. | oe eee S$ 50,834 $ 50,834 
Advanced for the purchase of ahome .... 86,000 92,000 
(Gllavait oy sigahae seas ek OPA Noe ee ee a On _ 5,000 
$136,834 $147,834 


11. Statutory information — 


Remuneration of directors and senior officers (as defined by The British 
Columbia Company Act) amounted to $415,106 (1979 — $506,658). 


12. Commitments — 


At January 4, 1981 certain subsidiary companies have commitments for 
construction projects totalling $450,000. 


AUDITORS’ REPORT 


To the Shareholders of 
Controlled Foods International Ltd.: 


We have examined the consolidated balance sheet of Controlled Foods Inter- 
national Ltd. as at January 4, 1981 and the consolidated statements of income 
and retained earnings and changes in financial position for the period then 
ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. We have relied on the reports of 
other auditors for joint ventures accounted for on the equity basis. 


In our opinion, these consolidated financial:statements present fairly the finan- 
cial position of the company as at January 4, 1981 and the results of its opera- 
tions and the changes in its financial position for the period then ended in ac- 
cordance with generally accepted accounting principles applied on a basis con- 
sistent with that of the preceding year. 


TLE i, ET OO 
Vancouver, Canada 


March 6, 1981 Chartered Accountants 
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CONTROLLED FOODS INTERNATIONAL LTD. 


Operating Profits: .aweeae soe 
Depreciation and amortization .......... 


Iq to) io) ey Pee ae Rumer Pet Rat GN AAMT ccs gst MEAS & os 


Income before income taxes............ 


IncomestaxeS# «43.25 vee ea ee 


Income before extraordinary items ...... 
Extraordinary Items-....6... see are ee 
Netincome tor periodi:: asses ero 
Average number of shares outstanding ... 


Net income per share before 
exiLao!dinaty itemise... eae eee 


Netincome per'share: ...... 242 4lisecs. 
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(O00's eliminated) 


FIVE YEAR STATISTICAL REVIEW 


1980 1979 1978 1977 1976 
$58,450 $55,689 $53,655 $46,495 $35,284 
1,004 996 384 301 163 
59,454 56,685 54,039 46,796 35,447 
215930 20,980 19,655 17,048 12,389 
32,979 31,975 28,562 25,424 19,345 
54,909 DLO 48,217 42,472 31,734 
4,545 3,030 Ole 4,324 3,913 
1,671 1,407 1,389 1,226 910 
L213 IS D.0 3d 1,314 876 
2,884 Dod 2,700 2,540 1,786 
1,661 973 3y, 1,784 1,927 
500 177 Nes fall 644 702 
1,161 796 7D 1,140 1,228 
162 (272) — 264 =. 
ipo23 S$ 524 Se lal S 1,404 Sr ii222 
1,928 1,922 1,887 1,882 1,864 
.60 S$ .4l S93 S$  .60 S$  .66 
.69 oe ill es Soe S 5.06 


ag in 7) 


BAe tee 


Ss 


